Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Text 

CONFIDENTIAL 

PAGE 01 LIMA 11071 01OF03 231941Z 
ACTION INR-07 

INFO OCT-01 ARA-10 ISO-OO MMO-01 AID-05 CIAE-00 
COME-OO EB-08 FRB-03 NSAE-00 USIA-06 TRSE-00 
XMB-02 OPIC-03 SP-02 LAB-04 SIL-01 OMB-01 DODE-OO 
PM-05 H-01 L-03 NSC-05 PA-01 PRS-01 SS-15 CU-04 
OES-07 DLOS-09 EUR- 12 DOE- 12 SOE-01 INT-05 ACDA-12 
MCE-00 IGA-02 EA-10 /159 W 

005353 232020Z/45 

R 231746Z DEC 77 
FM AMEMBASSY LIMA 
TO SECSTATE WASHDC 8025 

CONFIDENTIAL SECTION 1 OF 3 LIMA 1 1071 

E.O. 11652: GDS 
TAGS: ECRP PE PFOR 

SUB J : CERP 0002: PERU'S RELATIONS WITH COMMUNIST COUNTRIES 
REF: STATE 249989, LIMA A-159 (11/76) 

1 . PART I - APPRAISAL OF POLITICAL/ECONOMIC/MILITARY RELATIONS. 

THE PAST YEAR SAW A CONTINUATION OF THE TRENDS NOTED IN 
LAST YEAR'S REPORT ON THIS SUBJECT. THE MORE MODERATE 
SECOND PHASE OF THE PERUVIAN REVOLUTION IS NOW FIRMLY 
ESTABLISHED. FOR THE COMMUNIST COUNTRIES REPRESENTED 
HERE, THIS HAS BEEN A TIME TO CONSOLIDATE AND PROTECT 
GAINS ALREADY MADE RATHER THAN TO ATTEMPT NEW INROADS 
THAT COULD DRAW UNWELCOME ATTENTION. THE MODERATION 
OF THE REGIME OF GENERAL FRANCISCO MORALEZ BERMUDEZ AND 
THE PLAN TO RETURN THE COUNTRY TO CIVILIAN RULE IN 1980 
HAVE LESSENED WHATEVER HOPES THAT MAY HAVE EXISTED THAT 
THE MORE RADICAL MEMBERS OF THE MILITARY WOULD ACT TO 
RESTORE THE FAVORABLE CLIMATE OF THE VELASCO REGIME. 

FOR ITS PART THE GOP HAS MAINTAINED A SIMILARLY PROPER 
ATTITUDE TOWARD THE COMMUNIST COUNTRIES AS IT SEEKS 
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TO GAIN THE CONFIDENCE OF THE NEW U.S. ADMINISTRATION, 

LENDING INSTITUTIONS, AND POTENTIAL INVESTORS, AND 
REFOCUSES ITS FOREIGN POLICY WITH A GREATER EMPHASIS 
ON IMPROVING ITS RELATIONS WITH ITS WESTERN HEMIS- 
PHERE NEIGHBORS. THIS EFFORT HAS BEEN NEGATED TO SOME 
EXTENT BY THE PUBLICITY SURROUNDING THE DELIVERY OF 
HIGHLY SOPHISTICATED WEAPONRY PREVIOUSLY CONTRACTED 
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FOR. THIS CAUTIOUS AND RESTRAINED POSTURE IS EXEM- 
PLIFIED BY THE CASE OF CUBA. TWO INSTANCES OF PRE- 
SUMED SABOTAGE AGAINST CUBAN FISHING BOATS HAVE 
RESULTED IN PROMPT OFFERS OF GOP ASSISTANCE IN INVES- 
TIGATING THE INCIDENTS AND NO RECRIMINATIONS FROM THE 
CUBANS EXCEPT FOR ONE CRITICAL ARTICLE FROM THE CUBAN 
PRESS SERVICE. SPECIFIC DATA AVAILABLE ON INDIVIDUAL 
COUNTRIES FOLLOWS. 

2. SOVIET UNION. (A) ECONOMIC: PERU SIGNED AN AGREE- 
MENT WITH THE USSR THAT COULD RESULT IN SOVIET COMMIT- 
MENTS TO FINANCE UP TO A THIRD OF PERU'S $300 MILLION 
OLMOS HYDROELECTRIC PROJECT. NEGOTIATIONS ARE CURRENTLY 
UNDERWAY ON POSSIBLE SOVIET TECHNICAL ASSISTANCE ON 
CONSTRUCTION OF THE PETROCHEMICAL COMPLEX AT 
BAYOVAR. SOVIET TECHNICAL ASSISTANCE HAS CONTINUED ON 
THE PAITA FISHING PROJECT. IN JULY 1977 THE SOVIET 
VICE-MINISTER OF NON-FERROUS METALLURGY VISITED PERU 
AND EXPRESSED INTEREST IN COOPERATING IN MINERAL 
EXPLOITATION. 

(B) MILITARY: PREVIOUSLY AGREED MILITARY EQUIPMENT 
DELIVERIES CONTINUED AT A HIGH LEVEL AND PERU'S INVEN- 
TORY OF SOVIET EQUIPMENT AND SUPPLIES ROSE ACCORDINGLY. 
ESTIMATED DELIVERIES DURING 1977 ARE AS FOLLOWS: 
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ITEM QUANTITY COST (SMILLIONS) 

SAM-3 MISSILE 20 40 

SAM-6 MISSILE UNKNOWN UNKNOWN 

HELICOPTER MI-8 6 4.2 

HELICOPTER MI-6 6 15 

TANK T-55 40 2.8 

AIR DEFENSE RADAR UNKNOWN 10 

UNITS (FAN SONG, 

SPOON REST, HEN ROOST) 

SU-22 FIGHTER- 24 325 (TOTAL FOR 36) 

BOMBER 

AN-26 16 64 

MUNITIONS 10 

TOTAL 471 

3. THE MOST SPECTACULAR DELIVERIES DURING THE PERIOD 
WERE THOSE OF THE 24 SU-22 FIGHTER-BOMBERS WHICH ARE 
BELIEVED PRESENTLY TO BE LOCATED NEAR TALARA. 

THEY HAVE NOT YET BEEN PUBLICLY DISPLAYED. THE GOP HAS, HOW- 
EVER, PUBLICIZED THE ARRIVAL OF SIX LARGE CAPACITY MI-6 
(HOOK) HELICOPTERS IN OCTOBER CLAIMING THAT THEY WILL 
BE USED IN SUPPORT OF PETROLEUM EXPLORATION AND 
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DEVELOPMENT OPERATIONS IN THE JUNGLE AREA. THE DELI 
VERIES LISTED ABOVE WILL BRING THE ESTIMATED VALUE 
OF SOVIET MILITARY EQUIPMENT DELIVERED SINCE 1974 TO 
APPROXIMATELY $900 MILLION. THE NECESSITY FOR REPLACE- 
MENT ITEMS, SPARE PARTS, MUNITIONS AND TRAINING MEANS 
THAT THE SOVIET UNION WILL CONTINUE TO BE A LEADING 
SUPPLIER. HOWEVER, SINCE THE COMPLETED DELIVERIES 
PRESUMABLY INCLUDE LIMITED SPARE PARTS AND SINCE 
MANY ITEMS WILL NOT BE FULLY OPERATIONAL IN 1978, THERE 
SHOULD BE AN INITIAL DROP IN THE LEVEL OF DELIVERIES 
FOLLOWED BY A GRADUAL ASCENT. THE LEVEL FINALLY REACHED 
WOULD DEPEND ON A NUMBER OF UNPREDICTABLE VARIABLES. 
THE MOST SIGNIFICANT AMONG THESE WOULD BE THE LEVEL 
AND TYPE OF TRAINING CONDUCTED AND THE RESULTING RATE 
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OF MUNITIONS EXPENDITURE, THE LARGEST ANTICIPATED 
EXPENSE ITEM IF NO SIGNIFICANT NEW PURCHASES ARE ASSUMED. 

4. TRAINING: IT IS ESTIMATED THAT THERE ARE APPROX- 
IMATELY 100 SOVIET MILITARY ADVISOR/TECHNICIANS PRO- 
VIDING ADVICE AND ASSISTANCE ON DELIVERED EQUIPMENT. 
SOME INCREASE IS ANTICIPATED WITH THE DELIVERY OF THE 
AN-26 TRANSPORTS AND MI-6 HELICOPTERS. FURTHER 
INCREASES MAY COME ABOUT AS A RESULT OF A GOP JUDGMENT 
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THAT IN-COUNTRY TRAINING BY SOVIET PERSONNEL WOULD 
BE MUCH LESS EXPENSIVE THAN SENDING PERUVIANS TO 
THE USSR. IN 1976 PERUVIAN OFFICER TRAINING IN THE 
USSR RECEIVED 890 DOLLARS MONTLY, TO WHICH THE 
SOVIETS ADDED 140 RUBLES MONTHLY. APPROXIMATELY 300 
PERUVIAN OFFICERS AND ENLISTED PERSONNEL RECEIVED 
TRAINING IN THE USSR DURING THE REPORTING PERIOD. 

THE MILITARY ASSISTANCE EFFORT HERE IS DIRECTED BY A 
SOVIET ARMY COLONEL WHO HAS A STAFF SIMILAR TO MAAG, 

BUT WHICH OPERATES AS PARTOF THE SOVIET COMMERICAL 
MISSION IN PERU. 

5. PROSPECTS: A COMPELLING ISSUE LOOMING OVER RELATIIONS 
WITH THE SOVIETS IN THE NEAR TERM CENTERS ON 
PAYMENT FOR PAST ARMS PURCHASES. THE DEBT PAYMENT TO 

THE USSR DUE IN JANUARY 1978 (WE UNDERSTAND PRINCIPAL ONLY) IS $63 

MILLION, MOSTLY IF NOT ALL FOR MILITARY HARDWARE. TOTAL 1978 

PAYMENTS COMING DUE (PRINCIPAL) IS $79 MILLION. WE 

ARE NOT SURE WHAT INTEREST PAYMENTS ARE DUE THE USSR IN 

1978, BUT ACCORDING TO STATE 300563 PERU WILL OWE 

DOLS 48.5 MILLION IN INTEREST ON FOREIGN MILITARY PURCHASES 

NEXT YEAR, AND A SUBSTANTIAL PART OF THIS WOULD CERTAINLY 
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BE TO THE USSR. THE SOVIETS CAN LOSE A GREAT DEAL OF 
GROUND GAINED EARLIER IF THEY NOW DEEPEN PERU'S SHORT-TERM 
FINANCIAL TROUBLES BY REFUSING TO ROLLOVER CREDITS EXTENDED. 
ON THE OTHER HAND, GRANTING A ROLLOVER WOULD ENABLE THEM TO 
KEEP A FOOT IN THE DOOR AS A FUTURE SUPPLIER OF MILITARY 
HARDWARE. 

6. (LIMITED OFFICIAL USE) BULGARIA: NO NEW AGREEMENTS ARE 
KNOWN TO HAVE BEEN SIGNED. ON DIFFERENT OCCASIONS BULGARIA 
PUBLICLY STATED ITS READINESS TO COOPERATE FURTHER IN THE 
FIELDS OF AGRICULTURE AND COMMERCIAL FOODSTUFFS. 

7. (LIMITED OFFICIAL USE) CZECHOSLOVAKIA: AT THE 

SECOND MEETING OF THE PERUVIAN-CZECH MIXEX COMMISSION IN 
LIMA IN FEBRUARY IT WAS AGREED TO INCREASE ECONOMIC/ 
COMMERCIAL RELATIONS AND THE CZECHS SIGNED CONTRACTS 
TO IMPORT IRON, FISHMEAL AND COFFEE. DURING THE SECOND 
HALF OF THE YEAR, NEGOTIATIONS WERE UNDERWAY ON CZECH 
ASSISTANCE FOR A MACHINE TOOL CIMPLEX AND FOR AGRICULTURAL 
AND ELECTRIC POWER DEVELOPMENT (PROBABLY UNDER A 1971 
DOLS 35 MILLION CREDIT) AS WELL AS THE SALE OF ADDITIONAL 
POWER EQUIPMENT TO PERU, POSSIBLY IN RETURN FOR PHOSPHATES. 
CZECHOSLOVAKIA HAS DEMONSTRATED AN INTEREST IN 
THE TEXTILE MACHINERY, CERAMICS, LEATHER, AND CONSTRUCTION 
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MATERIALS INDUSTRIES AS WELL AS IN A MACHINERY AND EQUIPMENT 
PLANT IN AREQUIPA. DISCUSSIONS ARE ALSO PLANNED ON CZECH 
ASSISTANCE TO THE PETROLEUM INDUSTRY. 

8. (LIMITED OFFICIAL USE) GERMAN DEMOCRATIC REPUBLIC: 

PERU CONTRACTED TO IMPORT AN UNSPECIFIED QUANTITY OF 
POTASSIM SODA FROM EAST GERMANY. 

9. (LIMITED OFFICIAL USE) HUNGARY: NO NEW AGREEMENTS 
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WERE CONCLUDED. THE GOP AUTHORIZED THE PURCHASE OF 
REPLACEMENT PARTS FOR IMPORTED HUNGARIAN BUSES AND 
MEDICAL EQUIPMENT. 

10. (LIMITED OFFICIAL USE) POLAND: ON AN OFFICIAL 
VISIT IN NOVEMBER 1977 THE POLISH FORIGN MINISTER 

SIGNED SCIENTIFIC AND CULTURAL AGREEMENTS AND DISCUSSED 
UTLIZATION OF A DOLS 40 MILLION LINE OF CREDIT PRIMARILY 
INTENDED FOR MACHINERY AND MINING EQUIPMENT. THE 
TWO SIDES ALSO DISCUSSED THE POSSIBILITY OF AVIATION AGREEMENTS. 

11. (LIMITED OFFICIAL USE) ROMANIA: IN LATE NOVEMBER 
1976 THE GOP APPROVED THE CULTURAL EXHCNAGE AGREEMENT 
WHICH HAD BEEN SIGNED IN SEPTEMBER 1973 UNDER VELASCO. 

THE MINISTER OF INDUSTRY AND TOURISM WENT TO ROMANIA IN 
NOVEMBER 1977 AND MET WITH PRESIDENT CEAUSESCU, REPORTEDLY 
DISCUSSING INTERNATIONAL ECONOMIC ISSUES. 

12. (LIMITED OFFICIAL USE) YUGOSLAVIA: A HIGH-LEVEL 
YUGOSLAV DELEGATION VISITED PERU IN EARLY IULY. ALTHOUGH 

NO NEW AGREEMENTS WERE REACHED, PRESIDENT MORALES BERMUDEZ 
RECEIVED A FORMAL INVITATION FROM PRESIDENT TITO 
TO VISIT YUGOSLAVIA. YUGOSLAVIA OFFERED INCREASED SCIENTIFIC/ 
TECHNICAL COOPERATION, ESPECIALLY IN IRRIGATION, ENERGY AND 
MINING, AND AGRICULTURE. THE TWO COUNTRIES ALSO AGREED TO 
SIGN A CULTURAL EXCHANGE AGREEMENT. IN SEPTEMBER 1977 THE 
MINISTER OF COMMERCE WENT TO BELGRADE FOR TALKS ON 
INCREASING AND DIVERSIFYING BILATERAL TRADE. IT WAS 
AGREED TO ESTABLISH A MIXED COMMISSION FOR ECONOMIC AND 
SCIENTIFIC/TECHNICAL COOPERATION. 

13. CUBA: RELATIONS WITH CUBA CONTINUED TO DETERIORATE. 
INCIDENTS REFLECTING THIS DETERIORATION INCLUDED THE 
BOMBING OF THE CUBAN MILITARY ATTACHE'S HOME AND THE 
BOMBING OF TWO CUBAN FISHING VESSELS IN THE PORT OF 
CALLAO. ONE PRENSA LATINA ARTICLE INSINUATED 
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THE PERUVIAN NAVY WAS RESPONSIBLE FOR THESE ACTS. THE 

GOP CONTINUES TO BE CONCERNED AND SUSPCIIOUS OF CUBAN 

ACTIVITIES IN PERU AND OF CUBAN DEALINGS WITH THE 

PERUVIAN EMBASSY IN HAVANA. NEVERTHELESS, IN JUNE A 

NEW FISHING AGREEMENT WAS SIGNED BETWEEN THE TWO AND 

THE LEADERSHIP ON BOTH SIDES SEEM ANXIOUS TO AVOID 

BEING FORCED TO TAKE OFFICIAL NOTE OF THE CHANGING RELATIOSHIP. 

14. (UNCLASSIFIED) PEOPLE'S REPUBLIC OF CHINA: THERE 
WERE NO SIGNIFICANT CHANGES IN POLITICAL OR ECONOMIC 
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RELATIONS WITH THE PRC. MILITARY ATTACHES WERE 
EXCHANGED FOR THE FIRST TIME AND EPCHAP (GOP FISHERIES 
MARKETING AGENCY) OPENED FOUR NEW OFFICES IN THE PRC IN 
MAY. TRAVEL WAS MINIMAL. THE PRC SENT THREE SPORTS 
DELEGATIONS HERE AND PERU SENT TWO GROUPS OF 
JOURNALISTS. EX-PRIME MINISTER/MINISTER OF WAR EDGARDO 
MERCADO JARRIN PRIVATELY VISITED PEKING IN APRIL AND 
MET WITH SEVERAL HIGH LEVEL OFFICIALS. 

15. DEMOCRATIC PEOPLE'S REPUBLIC OF KOREA: THE DPRK 
CONTINUED ITS CAMPAIGN FOR ESTABLISHMENT OF FULL DIPLO- 
MATIC RELATIONS WITH PERU BUT THESE EFFORTS WERE 
SERIOUSLY HAMPERED IN NOVEMBER 1976 WHEN ONE OF THE 
MISSION MEMBERS WAS ARRESTED AND DEPORTED FOR 
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SMUGGLING AND BLACKMARKET ACTIVITIES. THE DEPUTY 
CHIEF OF THE TRADE MISSION DEPARTED ABRUPTLY SHORTLY 
THEREAFTER. RELATIONS WERE AT THEIR LOWEST THIS PAST 
YEAR. THERE WERE NO KNOWN NORTH KOREAN DELEGATIONS 
AND ONLY ONE TWO-MAN PERUVIAN DELEGATION TO THE DPRK 
FOR AN INTERNATIONAL SEMINAR. 

16. (UNCLASSIFIED) TRADE: THE LATEST COMPLETE TRADE 
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STATISTICS AVAILABLE ARE FOR THE YEAR 1976. THE FOL- 
LOWING FIGURES ARE IN THOUSANDS OF DOLLARS FOB. 

COUNTRY IMPORTS TO PERU EXPORTS FROM PERU 

USSR 7,385 22,250 

PRC 468 41,933 

HUNGARY 9,237 7,524 

ROMANIA 5,137 14,471 

CZECHOSLOVAKIA 2,100 13.882 

POLAND 1,355 5,454 

BULGARIA 1.452 

EAST GERMANY 5 25,702 

CUBA 67 16,377 

TOTAL 27,206 147,593 

THESE TOTALS REPRESENT 1.52 0/0 OF PERU'S GLOBAL IMPORTS 
($1,779,558) AND 11.51 0/0 OF PERU'S EXPORTS TO THEWORLD 
($1,281,202) FOR 1976. 

17. PART II 

LOCAL COMMUNIST PARTY MEMBERSHIP: THERE ARE NO 
SIGNIFICANT CHANGES FROM THE PREVIOUS CERP REPORT. 

18. (UNCLASSIFIED) PART III 

DIPLOMATIC CONSULAR, AND TRADE MISSION RELATIONSHIPS: 
NO CHANGE. 

19. (UNCLASSIFIED) PART IV 

CULTURAL AND EDUCATIONAL EXCHANGES: CUBA STAGED A 
HIGHLY SUCCESSFUL PRESENTATION BY BALLERINA ALICIA 
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ALONSO AT THE TEATRO MUNICIPAL OCTOBER 12-13 UNDER THE 
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AUSPICES OF THE NATIONAL INSTITUTE OF CULTURE. HER 
VISIT RECEIVED EXTENSIVE MEDIA COVERAGE AND WAS A 
POPULAR SUCCESS. THE GDR PRESENTED THREE CONCERTS BY 
THE EAST BERLIN CHAMBER ORCHESTRA IN A PROGRAM OF MOSTLY 
BAROQUE MUSIC WHICH PROVED TO BE THE BEST RECEIVED SYMPHONIC 
PRESENTATION OF THE SEASON. THE DECEMBER 1976 VISIT OF 
GDR HISTORIAN MANFRED KOSSOK RECEIVED 
BIG PLAY IN THE PRESS WHICH REPEATED HIS SHARP CRIT- 
ISM OF THE U.S. THE USSR'S CONTRIBUTION TO THE 
PHILHARMONIC SOCIETY'S 1977 CONCERT SERIES 
WAS THE BORODIN STRING QUARTET WHICH PROVED A BOX 
OFFICE AND CRITICAL SUCCESS. NO SUBSTANTIVE INFOR- 
MATION IS READILY AVAILABLE ON THE EXTENT OR SUCCESS 
OF STUDENT EXCHANGE PROGRAMS. 

20. (UNCLASSIFIED) INFORMATION AND OTHER CULTURAL 
ACTIVITIES: THERE HAS BEEN LITTLE CHANGE FROM THE 
SITUATION DESCRIBED IN THE PREVIOUS REPORT WITH THE 
NOTABLE EXCEPTION THAT PUBLICATION OF LOCALLY PRO- 
DUCED COMMUNIST MAGAZINES AND NEWSPAPERS IS ONCE 
AGAIN PERMITTED. THESE PUBLICATIONS ALONG WITH OTHER 
VEHICLES OF EXTREME POLITICAL PERSUASION HAD BEEN 
SUSPENDED. 

SHLAUDEMAN 
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